TAX305 - Taxation by unknown
WARNING 
 
This material has been reproduced and communicated to you by or on behalf of Charles Darwin 
University in accordance with section 113P of the Copyright Act 1968 (Act). 
The material in this communication may be subject to copyright under the Act.  
Any further reproduction or communication of this material by you may be the subject of copyright 
protection under the Act. 
 
 
Do not remove this notice 
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DURATION 
 
Reading Time: 20 minutes 
Writing Time: 180 minutes 
 




You may begin writing from the commencement of the examination session.  The reading time indicated above is 
provided as a guide only. 
This is an OPEN BOOK examination 
Any calculator is permitted 
Any handwritten material is permitted 
Any hard copy, English dictionary is permitted (annotated allowed) 
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Elizabeth and Fred operate a retailing business as partners. The partnership is registered for GST and the 
figures are exclusive of GST. The partnership records for the financial year ending 30 June 2017 
disclose: 
 
Gross receipts from trading      $860,000 
 
Purchases of trading stock      $305,000 
Salaries paid to the partners      $30,000 each 
 Interest paid to Elizabeth on her capital contribution    $3,000 
 Interest paid to Fred on his capital contribution     $2,000 
 Interest on a cash advance made to the partnership by Elizabeth  $2,000 
 Salaries and holiday leave paid to employees    $60,000 
 Fringe benefits tax paid by the partnership     $2,300 
 Other general and specific deductions     $123,400 
 
Other information relating to the partnership is as follows: 
 
(1) Elizabeth and Fred share partnership profits in the ratio of 50% each. 
 
(2) The partnership chooses to use the capital allowances and trading stock provisions for SBE’s.  
 
(3) Trading stock on hand 1 July 2016 - $130,000. Trading stock on hand 30 June 2017 - $140,000 
 
(4) A capital gain of $5,000 was made on a partnership asset that had been held for 2 years. 
 
(5) The opening general small business entity pool was $120,000. During the year $24,500 of assets 
were added to that pool.  
 
(6) A $12,520 fully franked dividend from an Australian company was paid to the partnership. 
 
(7) The fringe benefits tax was paid in respect of a benefit paid to one of the partnership’s employees. 
 
In addition to the partnership details provided, Elizabeth’s personal records disclose: 
 
 Gambling winnings   $2,400 
 Fully franked dividends received  $7000 
 Gross salary paid as a part-time instructor of $15,000. The employer deducted $5,000 as PAYG 
withholding.                             
 Elizabeth purchased a calculator for $250 for her classes that she ran as an instructor. She also 
paid $500 for the annual membership of a professional association. 
 Elizabeth maintains her elderly mother and her mother’s adjusted taxable income for the year 
was $548. 
 Elizabeth does not have private hospital insurance. 
 Elizabeth received a net dividend of $9,000 from a shareholding in a foreign resident company 
located in the US. The payment summary issued by that company showed that $1,000 had been 
withheld at source. 
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(i) Calculate the net partnership income for the 2016-17 financial year. 
 
(ii) Determine the distribution amounts to each of the partners based on your determination in 
part (i) above. 
 
(iii) Determine Elizabeth’s income tax liability including the Medicare levy for the year ended 30 
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As at 30 June 2017, Joe Tang had disposed of the following assets: 
 
(a) A holiday house. The house was purchased on 1 March 2001 for $200,000 and was sold for $600,000. 
At the time of acquisition Joe spent $2,000 on surveyor’s cost, $15,000 on stamp duty and $3,000 for 
a valuation.  On 1 February 2010, Joe spent $100,000 adding a second floor to the house. On 15 June 
2014 he spent $20,000 in a successful court action to establish that his neighbour’s new fence had 
encroached on Joe’s property by 15 centimetres.   In the previous income year he had rented the 
property out for a total of six months during school holiday periods.  At all other times he used it 
personally.  During the period that he owned the house he had paid a total of $80,000 in interest, rates 
and insurance. He had claimed $20,000 of the $80,000 in respect of interest, rates and insurance as a 
tax deduction in his personal tax return in respect of the six months that he had rented the property in 
the 2007-8 financial year.   
 
(b) A pair of David Beckham socks that he bought at Sotheby’s Auctions on 1 January 2005 for $12,000.  
He sold the socks for $22,000.   
 
(c) A painting that he had bought on 2 February 2005 for $20,000. He had recently had the painting 
valued at $40,000. He gave it to his daughter as a wedding present on 30 June 2017.  
 
(d) A house and land. He had bought the property as vacant land on 1 June 1984 for $100,000. He 
completed the building of a house on the land on 30 May 2010 at a cost of $200,000. He sold the 
house and land for $800,000. Independent valuations indicate that the value of the land at the date 
of sale was $500,000. 
 
(e) He purchased a 1965 Jaguar E Type motor car in 2002 for $15,000. He sold the motor car for 
$125,000.  
 
Joe has capital losses from previous years. The losses are: 
 
(i)   $15,000 capital loss from the sale of a rare coin   
 
(ii) $220,000 capital loss from the sale of shares.   
 
Joe has no other assessable income for the income year ending 30 June 2017. He made a trading loss of 




Calculate Joe’s net capital gain and his taxable income for the year ending 30 June 2017. 
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Tang Foods Pty Ltd is a private company with Bruce and his wife Eve being the two Directors and each 
owning one ordinary share. It has been operating since 2005. The company is registered for GST. Bruce 
and Eve Tang have provided you with the following financial information and they ask you to prepare 
the tax return for the company. The company sells imported food from Asia. 
 
The figures in the financial accounts are net of GST (that is they have already excluded the GST from 




Sales         6,234,052 





Purchase of stock       155,000 
Fine for breaching Health and Safety regulations   4,250 
Prepaid rental for the shop (Note 1)     18,000 
Wage to Brad (Note 2)      25,750 
Interest on loan       10,417 
Repairs (Note 3)       37,080 
Bad debts (Note 4)       2,985 
Advertising in the local paper      12,758 
Purchase of new equipment for the company    163,000 
Cleaning costs        22,589 
Office rent        18,000 
Depreciation of plant and equipment     32,476 
Fringe Benefits Tax       14,320   




Note 1: The Company prepaid the 18 months rent for the shop for the period 1 August 2016 to 1 January 
2018.  
 
Note 2: Brad is aged 15 and the son of Bruce and Eve. He is still at high school. The task he undertook 
was helping Eve with the accounts. He only works for 2 hours a day for three days a week. The normal 
pay for a person to do this job would have been $6,670. 
  
Note 3: The repairs consisted of the following: 
 $8,000 to replace the windows that were damaged in a storm, 
 $25,000 spent on initial repairs to a second hand freezer used for extra storage, 
 $4,080 on maintenance costs on the packaging equipment caused by normal wear and tear. 
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New depreciating assets of the Company: The figures are exclusive of GST. 
 
 Cash register purchased on 1 July 2016 at a cost of $3,750. The effective life is 6 years. 
 
 A minivan for deliveries - this was purchased on 1 July 2016. The cost was $48,750. The 
effective life is 5 years.  
 
 The Company bought a new luxury motor car for Bruce and Eve to use for whatever purpose 
they like on 1 July 2016 for $110,500. The car has an effective life of 5 years. The company 






The value of the opening stock as at 1 July 2016 was $59,000 
The value of the closing stock as at 30 June 2017 is: 
 
Cost    $180,000 




PAYG Instalments: The Company made the following payments of income tax to the ATO: 
 1 October 2016 - $120,000 
 1 January 2017 - $120,000 
 1 April 2017 - $140,000 






Please calculate the tax payable for the company. You are required to provide a brief explanation of 
each item and why it is included or excluded. 
 
(20 MARKS) 
 
 
 
